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Problems of a uniform prise structure {establishing prices, 
price control, subsidies): German orice suthorities have 
no possibility of influencing the prices of the Soviet A.G.'ts. 
Price matters of these companies arse dealt with through 
thelr central offices in Borlin-Welauenses. We do rot yet 
know woether price rises for the Soviet A.G.'s have been 
agreed to by the SMA: however, such fears do not appear to 
oe unfounded. In several cases the Soviet A.G.ia heva 
changed conditions of payment unilaterally. In twe large 
categories of goods, 1.96, gasoline and cement, the Soviet 
scompenies raised prices in the Provines. Detatis follow: 


i} Priea rise for gasoline. Gasoline prices were raiaesa 
for the ostensibis reason that German distributer 
organizations should not be regarded as dealers nub as 
wholosale consumers (Grosaverbreucsher), Eeceusa the 
vetall price of 40 ofp per Liter of gasoline may not 
be raised, the trade was pub in a dlfPieult POSLELAM. ae 
ite margin wes reduced to fiva and eienk pre rasnese 
tively. This margin... is in the long run impessible 
and may endanger supply of the German market with 
gasoline. It should not remain unmentioned that. 
uccording to the estimates of the German Contral Admin 
istration for Fuel, it muat be considered possibile 
that 14 le the tntention of the Russian A.G,'a to Hake 
the position of the trade se diffiewlt that tasy will 
themselves be able to take over the dlatributton ar 
HagoLi ines so 


wie, 


(8) Pries rise for cement. The Sovist plants producing 
cement have raised thelr prices ¥ ceasing to deliver 
thely products freight free... In this manner the 
German cenent trade mist pay s higher priee than it is 
Silowsd to ask in resale... No subsidies are boing paicd 
to the now Sovleteowred planta {ale sowjotiesh 
gaworderion Betrlebs}: in thie ragerd, a sertuin relief 
le belng experisneed in the conduct oF businasa, 


Credit Problems. The creation of Russian plants scavses fears 
aa to long-texu conssduences in the field of ovedit. the 

now Soviet-owned vlanta were the Larpast in the Provineos and 
tae chief customers of the Bank of the Province of Sazeony. 
They used to absorb approxiniately 40% of the cred’ t velume 

of issued bank credits. Their financing in the future will 
no Longer take place throug German eapital, but thi 3 
the Russian Garantie- und Kreditbank. The Bank of ¢ 
Province of Saxony thus will no longer take pert in the 
financing of plants which have now become Fussion. For the 
Sank this means a reduction of ita Lncone by approximately 
40% through loss of this business. Thia acvere maasure will 
further agcravatea the incomo sitvation of ths Bank ef the 
Province cof Saxony and will inereage the Pank's defiels, 


3% 


which mast be covered ost of Provineial fueda. 


EYvects on Taxes. Ths Russian A.G.'S are paying Laxss. 
There are, therefore. no reductions in revarnue , 
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Boitaing and Settlement Lspartnent. dated 19 November 1646, 


whe Former Mansfelder Kuvfers und Meaeslngwerke, now the 
Walgwork fir Rundnetalls dex Sowt., £.G. dey Metallurgischen 
moustrile, has caused the Russian Kreis Commander of Hettstedt 
GO cvacnate the howe for the aged maintained by the Landrat of 
the Mansfelder Gebirgskreis at Schloss Meisdor?. The e stle, 
together with outlying buildings and surrounding farmland, 4s 
nbpyees of the above- 
xontioned plant... Thave is a danger that Atal lL part of the 
workers will obtain benefits from the farm and ante’ produce. 
ft is to be expected that many other Russian 4.6.'s #11] 
follow this example. 


4 


some representatives and managers of the Russian A.G.'s have 
declared that they will prohibit the resiatration and addibton-= 
al ocenpation of living querters in the vicinity of their planta, 
although this living apace, Juct as any other, falls under the 
atipulstions of Law No. 16 of the Control Connell of 8 March 
194600. 


Department of Barter and Inter-zonal frade, (Warenaustausch und 


Interzonenverkehr) dated J6 November 1646, 

the large chemical plants ef the provines are the most important 
asset in inter-gonal trads. Even before the Sacedlishment of 
Hoviet A.oGe's, it had been dtffienlt to cb¢ain eoeds From them 
Yor delivery to the western zones. After their astablishment « 
and eimost ail of the Largo chemical plants have cecome Russian 
A-Ge's ~ tt 1a almost impossible. The plants resieese their 
products only in return for direct compensation in kind. At the 
same time they continue to obtain machinery and machine parts 
without compensation in kind (Gegenlleferutgen). Dellvertss 
from the west are charged to the province, and counter-delivertas 
are expected. These arse, however, not furnished by the Russian 
4.G.'s. When certain categories of goods were obtained from 

the western zones in bulk, the Russian A.G's have repeatedly 
declined to deliver a proportionate share of these goods to the 
various firms in the province. Instead, they demanded that the 
merchandise be collected at the plant. This was done apparently 
in the desire to obtain counter-deliveries from the many 
individual plents. 


Popartment of inland Weterways, dated 18 November 1948. 
Agricultural estates sequestered by the Russians do not pay their 
contribution to the Water and Soi} Asacelation {Wasgaer- und 
Bodenverbinds) to which they belongoos Duties such as delegating 
representatives to the meetings of the Water and Soll Asseoci-~ 
ations, guarding dikes, ete., are not fulfilled on timese. The 


Nussien AoG.'s influence labnr conditions - at German bullding sites. 


All summer long. for instance, it was Impossible to ootain the 
necessary workers from tho Merseburg Labor Office for dike re- 
pales at Creypau. The working morale of Laborers on vullding 
sites under the supervision of the Department has suffered core 
sidexvably through the preferential treatment accorded the workers 
in Russian plants NBAPDY os 


Department cf Municipal Affaire (Kommunalabtetlung), deted 


(hm es 16 cae Wind aC 


i9 November T94e, 


As of the above date, approximately 15,000 workers wave abil 
employed in dismantlings. Local German authorities ara not 
officially in a position to find out whether those workers are 
actually being employed in dismantling or whether the Russian 
Plants have taken this opportunity for an indteect inerease of 
their labor Porce@ sce +\AL , 
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There are dangers with respect to labor law. and wage policisea. 


"fhe Russian plants have granted wage raises, disregarding the 


wage stop decres. This results in a shift of labor from the 
erafts and other industries, as well as from agriculture. It 
was inevitable that formerly inéependent craftsmen nave now 
become dependent workers, because they were unable to main~ 

tain their businessas..o. It must be added that workers with- 
drawn from other industries are usually the best and that the 
rest of industry must now gat along with less competent labor... 
Workers in Russian planta obtaln fcod privileges through 

special measures (Decree of SMA No. 2164,°76 of 31 August 1946; 
Top level employees down to chicY accountant, Group 1g all 
othersare in Group 2. Leading employeas in Group 1 obtained 

a monthly addition of: & kg flour, 2 kg prepared foudsatuffs, 

43 ke meat, 900 gr fat, 750 gr sugar, 10 ke potatoes, 300 ; 
cigarettes. Group 2, which receives retion card No. @, obtained 
the following supplement: 3 ky flour, 1.5 ke prepared foodstuffs 
2 xg meat, S00 gr fat, &00 gr sugar, 10 ke potatoss, and 200 
cigarettes.) All other employese and workera vecelve meals of 
considerable vation ccntent at the plant kitchens. 

Thorough thesa measures, ine food supoly ciffieulties of Stadt 
and Landkroaise... are velne further aggerevetad, Meat ia 
especially short. dhe present supply plen had te reduce the 
proportion of pure asat in the meat ration fram 80% to 66 2/34. 
However, the claim to apeciai feod privileges is maintained as 
before... The psycho.ozical affects of these privileges om the 
reat of the population are uwabearsbla... The danger of a labor 
shift inte the Sovist plants is obvious, in addition to the 
mounting Glasatisfaction of cnaose who are not working in these 
Plante... On the other hand, the agricultural population was 
ordered by SMA Order No. 179 of 1 August 1946 to dapené on 
their own produce for food, Cases have already occurred where 
land reform settlers (Neubauern) have declareé before the 
Landrdte that they wanted to give up their land in order to 
enter a Russian plant because there, at least, they would ob- 
tain good food... The Russian plants often use their privileged 
positions to obtain agricultural estates for the special feed- 
ing of their workers... The Mansfeld A.G. has requisit’ oned 
cattle which had already been sarmarked for distribution under 
wand reform, for the improvement of rationing in the plant... 
Workers at the Russian plants obtain rare consumer goods on 

a privileged basis, with which they undertake ea barter trade 
with the farmers... The plents themselvaz use their own products 
for a lively barter trade, which cannet be stopped because of 
the plants’ untouchability. he nltrogan plant at Plasteriteg 
has mailed a circuler to the farmers, offering definite rates in 
the barter of fertilizer against foog (1 kg bacon equals 100 lbs. 
of fertilizers 100 lbs of beef squale one ton of fertilizer). 
The farmers naturally tend to take advantage of the barter trades 
rather than deliver their preéucts as required by law. 


Department of Justics, dated 19 November 1946, 
The following problem ig of fundemental importance: 
Are the Sovist A.G.'s to ba regsrdsd as 
a) extra-territorial, 
b) branches of foreign corporations, 
c) German corporations? 
if (a), then Soviet A.G.'a cannet be repistered in the Trade 
Register, and cannot be sued before Germar courts, with thea 


exception of real property, which cemes under the internaticnal 
Lex Rel Sitae. Property of the Soviet A.G.ts would hava to be 


saan GONMEIDENTLAL 
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repistered in the real eatate vagiaber (deundbiichs sr}, ard . 
German courte would be competent for aifrerences eriging Out Of 
real property rights (dingliche Rechta* w"his fa appears te 


aot 
be recognized py ths SHA, because the kavlet Forelgn Trade 
Ministry in Berlin had its property anterad in the Grundbicher. 


If (ob), then the branch offlcsa muat be vepiatereé in the 
German Trade Roctster according to par ne geph 27 of the German 
corporate ia (altblangesstz).. after the date of reriatry, the 
corporations’ branshas wonld be actively ana ragsively subject 
to German law. Apart from ane the corporations! affairs are 
regulated by the Lae of thei shone Gounhiaey. 


tf (ec), then the German corporate law shovle be acplied with 
regard to ssanagement inc couneid of directors (Jorstand, 
Aufsichtsrat). so faz as ta known, the Pugsian A.G.'s have net 
up to now follewed the law on this peint. The functions now 
executed by the ccntrelling Susslan general managers seem to 
resemble more or less the funetions of o councli of dlrectors 
in German corporate lav. 


Department of Feonomy and Industrie, dutec. 22 November 1946. 

To date, forty-eight of the agproximately £2,200 clants super 
vised by thla separtmont. wera taken over by the USSR, exclusive 
of fuel and energy plants and trade ana distrioution onber- 
prises. 


Potal number of workexs employed 


in the 2,100 plants 221,000 
Thereof in Russian A.G.'s 2137,5003 4.e., 53% 
(48 plants} 
Productive capacity af the . RM 110,060,900 
2,100 plants as of October 19463 
Thereof Russian &.0.°3 RM 65,000,000; 1.es, 59% 


{48 plants) 


Difficuities in the planning of production hed seamingly been 
overcoms with a directive issued by the SMA thet Rusalian enter=- 
prises were to be incorporated in the planning. The Fussian 
pieants, however, have bern aivecten by cheir sentral offices to 
report only in orief? form. Sueh detalia as raw material require~ 
ments and the number of emplevees are boing refused. Nany 

plants decline to report in siry manner vhatsoaver. The preduc~ 
tion plans for 1947 must therefore use roughly estimated figures. 


Further difficulties arise in the compilation of curr rent pro~ 
duction statistics. If the problem of veporting br Russ 

plants canhet be settled by a Karlshorat order obliging soviet 
plants to report in the same manner as German planta, then all 
production statistics will becoma Imposuible in the futute. 

The allocation of materflals through the provinclal admin’. stration 
has siso become impesalbie, heonnse basic figures cannot oe Gh 
tained. There ia the janger trat apeciel allocation plans for 
the Russian £.G.'s will issve OnLy imautrficlent raw matoarials 
and fintshsad products for the remainder of industry. Moreaver, 
individual Sovict A.G.'s have already begun a lively exchangs 

of goods and finished products among themacl ves, excluding 
German enterprises, Tn the Phoid of Manpowar progurement she 
Soviet A.G.'s alse have the upper hand. A voluntary shirs of 
labor to the Russian plants es alraacy neticeable. In the fleld 
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of exports and imports the Russian plats, before acting upon 
delivery instructions from the provincial administration, 
@emand further instructions from the Central Office of the 
Soviet A.G.'s in Berlin-Welssenses. They are thus endangering 
the export and import trade balance. 


The followiag further dismantlings ure planned (so far as known 
to this department): 


Aether~ und Naéhrhefefabrik {Ether and yeast factory), Wolfen 


Glésches Erbs, Megdeburg, zine foundry: most modern zinc 
foundry i: Eurore with a capacity of 55,000 t electro-tin, 
75,000 t soncentrated sulfuric acid, 300 t slectro-cadmiun, 
22,000 t zine alloys, and 10 t thallium sulfate, 


The most important key industries wore taken over only tn the 
last few weeks, and sore are still being taken over. Therefore, 
some of the most serious consequences cannot yet be estimated in 
detall. eo : 


8. Church Department, dated 13 November 1646, 


Church measures are being hampered, since several institutions 
of the Inner Mission have been taken over for the benefit of 
workers cf the Soviet A.Ge'8.ne 


9. Department of Agriculture and Forestry, dated 23 November 1946, 


Efforts are being made to turn estates into special fcod supply 
sources for the Fussian A.G.'s, Cnee requisitioned, these 
estates conslder themselves free from fli delivery duties... 


The Kyffhdusernitte in Artern has becore a Russian Ae wed 

Its manufacture of agricultural machinery and parts fcr the 
-wural Kreise has thus practically sndec. Other plants of the 

same type have high reparations orders or, in the case of Famo- 
Werk in Schbnebeck, gave been dismantled, Nor can spare parts 

be procured from either Schdfer & Buder:berg in Mesdeburg, or 
from Wolf in Magdeburg, both cf which have become Russian A.G.'s.- 


10. Department for Laber and Social Welfare, dated 19 November 1946, 


Labor requests by the Russian AeGo's heve recently been increased. 
These requests could be satisfied only by allocations from other 
districts. This hes increased transportation difficulties and 
costs. Workers whe are being compelled to take jebs in new 
locations lack all desire to werk, are in part badly housed in 
barracks, and their social supervision hes deteriorated. In the 
field of labor prctection (Arbeitsschutz}, Kombinat Golpa, Brabag 
in Tréglitz, and Dingemittel AG in Stassfurt, have refused all 
information coucerning the number of their emplovees and their 
wae scales, by referring to Decree No, 1179 of the spa. 


ll. Department of Health, dated 23 November 1946. 


ARMM TT MIs asses eee need eee ee 


I 
The following pharmaceutical planta of the Provinces have became : 
Russian A.G.'s: | 
Former Nene New Name Pharmaceutical Preduction E 
Products . Plan 1st 5 
. Quarter '47 E 
Ammoni akwerk Chomlowerke Lena Maleusol, C4 8 58,000 
Leunawerke der sowj. Av fir Mi= Aleinetten F 
neval ddngemittel ki 
g meses Sacre ; F 

Farbenfabrik Parbfebrik Wolfen. Lauseto, Brone RM. 397,000 


in der sowj. ac fir tesil, Eleu- 
Mineraldungemittel avon, ether 
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Bunawerke shenlache Werke Buna Dysinfection RM 255,006 
*. ger sows. AG der preperations 

chenischen Industries, 

Schkopan 
Hydrierwerke Chemische Fabrik Salfanil amid, RM 527, 500 
Rodleben/k1be dydpierwerke cer Galfapyridin, 

gow). AG fir Lisinrectiloen 

Mineraldinge mittel prepurabiona. 

Ointment’ bases 

Deutsche Solvay- AG fur } Kalidtingem).t~ Bromide esalus RM 50,000 


werke, Zwelente- tel in Deutschiand, 
derlassung Bern~ Werk Bernburg-Solivay- 
burg hall 


None of the rewaining oharmaceutical plants in the prcvince ars 
able to manufacture sulfonamides and disinfection materlals. 
Russian genera) manugers, so far, have aot given any clear 
directives for the release of toeils products... Even if such a 
release should atill occur, Giflioulties must be expected, as 
these plants wil] not accept directives from the SMA Halle or 
from the provincial acmintstrabiona, but only from the Zentral 
Sowjetische A.G., Berlin-Wieis sensse. Mouth y production reports 
are no longer forthcoming, making presen: Plenning of the pro- 
duction of medicai supplies linpossible. Only an anproximate 
picture can be obtained through nersonal contact with Garman 
personne] in the Russian plants. 


12. Department of Fusi and Energy,» sted 16 Noverver 10946, 


2 


Liguid Euels: of the 18 mineral of] plants in the Province, 
three montan wax plants have become Pussian A.Ge's. Of the 


-remaining 15 plants, 10 will have become Russian &£.G.ts by 
1 January 1947. ‘he following nlantes, which are least producti 
are left in German hands: 


a) Brabag, Magdeburs. (Fate as yet undecided. } 


b) Schwelerei & Mineral8lwerc Eéderitz ( part of Grube 
Leopold A.G.} 


¢) Schwelerel Greitechon (hisherto AKW /Si¢7). 
dg) Sehwelere: Voss (hitherto Riebecksche Montanwerke A.G.) 


+ > a 


©) Schwelere! Corncordia-Holle in Nachteorstedt (hitherto 
¥ 


Riebecksche Montanwerite h.aGsj 


The above plants hone nine in German hanés have been predic ine 

the following share of the total production la the Provine 
Gasoline S258: Diesel oil 20%; Automoblle oll 
O11 0%; Petroleum 0%; Paraffin O8; 3ert-coke 
tar 23.5%; i oll 23.863 Liquid gas (ridsaie 
Heating oll O% 


Comment: Keliable prep: 
cerning the disinantling of ee 


since buen received con 
ia 


stracting the dcsument. ombis g bhe per 
entace Ligures above: the Sorte oe that 
ches AVG bage ed upon opoduction hc oP 1046.) 
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golid Fuels: The following heave become Russian property {in 
Bussischen Besitz Ubergegangen}: Cari-Bosch~Pirkau; Deuben- 
Strangpresse; Naumburg I/II; Tegebdau Concordia; Marie; Von 

Voss I/II: Concordia Strangpresse; Tagebteu Profen; Brikett~ 
fabrik Profen3 Briket: Wehlitz; Brikett Hedwig; Tagebau 
Pr¥nnerhall; Brikettfabrik.Pfinmmnerhall; Grube Golpa; Grube Kurt; 
Brikettfabrik Kurt. 


These mines and plants represent 23% of raw coal production, 
and 25% of briquette production. If Biblag with Tagebau Klein- 
leipisch and tha briquette factories Emanuel) I.and II are also 
taken over, then the above figures wil] be increased to 28% of 

raw coal production and 33% of briquette productlome.s. 


Electricity: The majority of clectric power stations has become 
ssian property: 


Sowjetische A.G. filr Kraftwerke 243,509 kw instelled output 
ss i # Brenneteff- 266,200 kw " " 
industrie 
" n " ineraldfings- 677,500 kw n n 
mittel 
e e "© Metallurgie 42,000 x¥ My " 
i " it Maschinenbau 9.500 kw 2 " 


| | TESS uw - Teg 7 
Power stations remaining under 
sequestration 197,100 kw - 18% " " 


Power stations remeining in - 
German hands 275,600 kw - 16% * 7 
> oO 3 2 a) kw oo] 00% nt n 


Moreover, with few excepticns, 11 high tension lines for 110 
and 220 kv, tncluding transformer plants (TImspannwerke), have 
become Russian property. 


The effects of these changes upon the power supply of the 

- Province cannot yet be estimated. Tt js probable that special 
power delivery contracts will have to be concluded with the 
Russian plants... 


Conditions for the Province of Saxony ere ageraveted by the fact 
that Landkraftwerke Letpzig AG at Kulkwitz, which have been 
supplying the southern part of the Province, have siso become 
“Russian property, together with all mecivm and low tension 
equipment . 


Coal-Gas Supply: Of the twenty-six gas producing plants In the 

rovince of Saxony, nene has been taken over by the Russians, 
However, the Axtiengeselischafi Sdchsische Werke (ASW) in Bohlen 
and Brabag Bohien, located tn Land Saxery;, have become Russian 
plants. Thelr new nares are: 


Sowjetischs AG fir Brennstoffindustrie, Kombinat Bohlen, and 
" ee ee , Brabag Bohlen. 


Both plants ara supply'ng gas te the Deutachs Continental -Gas- 
Geselischaft (DCGG) for the GAMANAG (Gesversorgung Magdeburg-~ 
Anhalt AG), which supplies Lane Saxony, Land Thuringia, and the 
southern part of the Provinces of Saxony. 


At the beginning of Octcber, the Russien General Manager of 
Kombinat Béhlen declared that for economic reasons he had to 
raise the delivery price of gas from 2.4 pfg to approximately 

5 pfg. The protest entered oy ths IGG with reference to Order 
No. 63 (price stop) is still pending ir Karlshorst. 
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Departrent of Press and Propaganda, dated 21 November 1946. 


The film distribution cvorporas ion, "Solusintorgkino™, has obtained 
® monopoly on film distribution, not only for Russian but also 


for old German films. The company charges 69% of the theater 


owners! net receipts. Since the haginning of Gctober 
Solugintorgkino has operated under the name cf "Sovexportfilm"..» 
Before the creaticn cf this motion pictura distribution monopoly, 
theater owners had the opportunity to choose... Moracver, they 
were charged only 30% to 41% instend of the present 50% of their 
receipts. At tha present time only one German film is being 
diaetributed to every four Russian ¢ilma... Scvexportflim uses its 
income to buy up the best motion picture hous@aac. 


Department of Reparations, dated 11 November 1946. 


All credit business of the Russian plants was turned over to the 
apecially created Garentie~ und Kreditbans in Berlin. which has 
branch offices everyweere In the fusstai Zone, Lnvestment 
opportunities for the Bank of the Frovinee of Saxony were con= 


' siderably reduced as a result. On the day the German plants 


became Russian property, the Slst of July 1946, the Bark of the 
Province of Sazony had 183.5 million marks of outstanding debts. 
oe sum, the now Russian plants owed 73.7 million marks, 1.¢. 
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No control cover the execution of reparations orders is possible, 
Since no reports are received from Russian plants..; 


The now Russian Mensfeld concern (Mansfeldscher Kupferschiefer= 
bergbau) has applied for release from the turn-over tax. It 
argued that copper mining is subsidized in any event, and that 
the subsidies should be credited against the turn-over tax... 
Since almost the whole production cof the Soviet A.G.'g Bees to 
Russia vie reparations account, the question arisas whether they 
should continue to be subsidized. 


Department of Trade and Supply, deted 26 November 1946, 


it is estimated that during a three-month period the following 
amounts of additional foodstuffs will be required in fulfillment 
of decrees Nos. 3958 of 29 August 1946, 4179 cf 7 September 1946, 
4399 of 16 September 1946, 4904 of 3 October 2946, and 5595 

of ll November 1946 by SMA Provinces of Saxony, ordering a 
privileged ration status for the approximately 121,500 workers 
and employees of the Soviet A.G.!a: 


Bread : 912 tona Corfes Ersatz 45 tons 
Prepared Foods ool Salt 91 of 
Potatoas 1,958 * Meat 67. * 
Vegetables 1,005 * Fat i3 


This additional food for the Soviet A-G.’a ta a considerable 
burden on the supply plan. It has caused 411 wili among tha 
workers of similar plents ander German management. The Provincial 


AdministratLon usually bears the bleme, 


Department of transportation, Gated 21 November 1946, 


The transfer of industrial enterprises tnto Soviet hands hag be- 


come noticeable in ell sectors of trensportation through 4 shifting 
of freight rail hubs and through a change of priorities. Privilere 


aes? f of raw materials and seml-finisked materials to Soviet 
8 


Ppiants gonsvally demanded... as well z2 privileged transporta- 
tion of finished prodacts frum these plants. No fieures are avail~ 
able on this phenomenon, a3 the effests have not been observed 
long enough. : 
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